Key Points 


The income-driven repayment (IDR) plan allows all federal student loan borrowers to limit 
payments to a small share of their incomes and provides loan forgiveness benefits. 


IDR plans now account for half of all direct federal student loans by volume, nearly one 
in three borrowers use IDR plans, and monthly payments average $154. 


Absent reforms, borrowers who attended graduate school stand to receive the largest 
benefits under the program, or about $52,000 in loan forgiveness on average. 


Instead of providing mass loan forgiveness, policymakers should strengthen IDR for vul- 
nerable borrowers while reining in excessive benefits for borrowers with graduate 


school loans. 


Many believe the US is in the midst of a student 
debt crisis and needs bold policy solutions to 
address it. Outstanding debt has increased rapidly 
over the past 20 years, the vast majority of which 
was issued through the federal student loan pro- 
gram. In 2000, outstanding federal student loans 
totaled approximately $318 billion in today’s dol- 
lars.’ That figure now stands at $1.6 trillion.” 

The large stock of outstanding student debt— 
second only to home mortgages among consumer 
credit—is often presented as evidence that bor- 
rowers are overwhelmed by their student loans or 
that the debt is holding back productive economic 
activity such as homeownership and small busi- 
ness formation. In response, policymakers and 
advocates have focused much of their attention on 
proposals to forgive some or all outstanding debt. 
While mass student loan forgiveness proposals 
have garnered most of the public attention in 
recent months, alternative policies for helping bor- 
rowers repay their debts are hiding in plain sight. 
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Nearly all borrowers with federal student loans 
are currently eligible for an income-driven repay- 
ment (IDR) plan that allows them to cap monthly 
payments at 10 percent of their discretionary 
incomes. IDR plans also include a loan forgiveness 
benefit whereby remaining balances are canceled 
after a set period of making payments in IDR, typ- 
ically 20 years. 

That such an apparent solution to the student 
debt crisis seems to be in place already complicates 
the current policy debate on student debt relief. In 
theory, IDR should go a long way toward alleviating 
the problems of overly burdensome student debt. 
Empirical evidence suggests that the program can 
provide as much or more relief to low-income 
households as forgiving $10,000 of debt per bor- 
rower would. Yet much of the policy debate implies 
IDR does not exist or work. 

Complicating the discussion further, some pol- 
icymakers and advocates (including President Joe 
Biden) nod to IDR as an existing solution to stu- 
dent debt burdens but say the program needs to be 


more generous to address the student debt crisis.+ 
They would reduce the required payments in the 
program and cut the time borrowers must pay 
before debts are forgiven. Biden’s proposal seems 
out of step, however, with evidence that the IDR 
program has grown far more costly to the govern- 
ment than originally expected—which has led 
some policymakers, including those in the Donald 
Trump administration, to propose significant cuts 
to the program. 

Given this complex and seemingly contradic- 
tory information, policymakers need a better under- 
standing of the size, scope, and impact of the exist- 
ing IDR program to assess whether it is working 
as intended and what reforms may be needed. In 
response, this report includes a brief explanation 
of the existing IDR program and its evolution. It 
also provides an overview of the program’s current 
statistics, such as budget projections, enrollment 
figures, and loan forgiveness estimates. A discus- 
sion of key reform proposals advanced by policy- 
makers and advocates is also included, along with 
a concluding section that offers our own recom- 
mended reforms. 


Program History and Background 


Borrowers in the federal student loan program 
have had the option to make payments based on 
income since the mid-1990s through the Income- 
Contingent Repayment Plan. However, this option 
was severely limited, and few borrowers used it. 
For instance, it was not available for the loans 
issued by private lenders—but backed by the gov- 
ernment—that made up most loans at the time; 
only loans issued directly by the government qual- 
ified (direct loans).° And unless borrowers had 
poverty-level incomes, the plan rarely offered 
them lower monthly payments. Payments were set 
at 20 percent of a borrower’s income over the fed- 
eral poverty guidelines. Borrowers with remaining 
balances after 25 years of payments in the program 
would have their debts forgiven. Forgiven amounts 
would be taxed as income, which is currently the 
case with all loan forgiveness provided under IDR 
except Public Service Loan Forgiveness (PSLF) and 
any debts forgiven in the years 2021 through 2025.’ 
In the mid-2000s, advocacy groups and research- 
ers argued that the federal loan program should 
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offer borrowers a more widely available option to 
repay based on their incomes—and one that pro- 
vided lower monthly payments than the Income- 
Contingent Repayment Plan did.® In 2007, law- 
makers heeded their call and enacted the Income- 
Based Repayment Plan, which became available in 
2009.” Borrowers with federally backed loans issued 
by private lenders and borrowers with direct loans 
both qualified for the program, although since 
2010 all loans have been issued as direct loans. Pay- 
ments were set at 15 percent of a borrower’s adjusted 
gross income over 150 percent of the federal poverty 
guidelines, adjusted for household size.’° Loan for- 
giveness would still occur after 25 years of pay- 
ments, but policymakers added another loan for- 
giveness benefit, PSLF, that would occur after just 
10 years of cumulative payments made while the 
borrower was employed in a government or non- 
profit job.” 

Shortly after the Income-Based Repayment Plan 
became available in 2009, President Barack Obama 
proposed reducing payments in the program to 
10 percent of income over 150 percent of the fed- 
eral poverty guidelines and shortening the loan for- 
giveness time to 20 years.’* Congress quickly enacted 
these changes in early 2010 but delayed their effec- 
tive start date to new student loan borrowers as of 
2014. Later, however, the Obama administration 
used regulatory authority to expand these terms to 
nearly all borrowers with loans issued before that 
date.’3 In short, virtually all federal student loan 
borrowers have access to these repayment terms, 
which we refer to collectively as IDR. 


How IDR Works: A Brief Example 


An example of IDR in practice can help illustrate 
how the program makes debt affordable. Consider 
a borrower with $30,000 in federal student loans 
at an interest rate of 4 percent. Their monthly pay- 
ments are initially set according to a fixed-payment, 
10-year repayment plan (i.e., the “standard plan”), 
resulting in a $304 monthly payment. If they opt 
instead to enroll in IDR (which they may elect at any 
point in their repayment term), their payments will 
instead be calculated based on their income. 
Assume they have an adjusted gross income of 
$35,000 and are the only person in their house- 
hold. Their monthly payment under IDR would be 


$131 instead of the $304 under the standard plan. 
The IDR payment is calculated in the following 
manner. First, their discretionary income is calcu- 
lated by deducting 150 percent of the federal pov- 
erty guidelines for a single person ($19,320) from 
their income of $35,000. The remaining $15,680 is 
their discretionary income. Their IDR payments 
are 10 percent of that amount, divided into 12 equal 
monthly payments, or $131. Documents from the 
US Department of Education suggest that typical 
monthly payments in IDR range from $91 to $154.4 

Because their payments are much lower than 
under the standard plan, IDR will cause them to 
stretch out their repayment term well beyond the 
standard plan’s 10 years of payments and pay more 
in interest. (Interest continues to accrue on loans 
repaid through IDR even if payments do not cover 
all of it, but there are some limited exceptions to 
that policy.) However, their repayment term can 
never be longer than 20 years because loan for- 
giveness occurs at that point. A borrower who fits 
the profile in this example is unlikely to have debt 
forgiven because their monthly payments will 


likely be sufficient to pay off the debt before 
20 years.’ If their loan balance were larger (e.g., 
$40,000) or their income were lower (e.g., 
$25,000), they would likely have some debt for- 
given after 20 years of payments. 

Borrowers may leave IDR at any point and return 
to a standard or other non-IDR plan whenever they 
choose. If they wish to remain in IDR each year, they 
must reenroll by updating their income and house- 
hold-size information annually. If their incomes 
change, their payments will change accordingly. 


IDR Enrollment Trends 


Enrollment in IDR has grown rapidly since the pro- 
gram first became available. In 2013, 1.6 million 
direct loan borrowers were repaying approxi- 
mately $72 billion in loans through IDR. By the end 
of 2020, IDR enrollment had grown to 8.2 million 
borrowers and over $500 billion. That growth 
far outpaces the overall increase in direct loan 
balances during that time. Total direct loan bal- 
ances in repayment increased roughly 180 percent 


Figure 1. Federal Student Loan Balances by Repayment Plan, Fiscal Years 2013-20 
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between 2.013 and 2020. But direct loan balances in 
IDR increased over 600 percent.” 

As shown in Figure 1, total loan balances enrolled 
in IDR now match those in non-IDR repayment 
plans. When measured in terms of borrowers rather 
than dollars, however, IDR enrollment still repre- 
sents a minority of direct loan borrowers in repay- 
ment—about 32 percent, as shown in Figure 2. The 
disparity implies that IDR borrowers tend to have 
higher average balances than direct loan borrowers 
overall do. 

While proponents of IDR often advocated for 
the program because it was meant to provide a 
safety-net program for undergraduate borrowers, 
the data reveal that these borrowers are not the 
primary beneficiaries of the program.”® According 
to the US Department of Education, 68 percent of 
loans in IDR belong to individuals who borrowed 
as graduate students.’? When measured in terms of 
benefits that the program provides, the data are 
even more skewed. The Congressional Budget Office 
(CBO) estimates that borrowers with graduate and 


professional degrees hold 80 percent of the debt 
that will be forgiven under IDR.*° 

Graduate students are better positioned than 
undergraduates are to take advantage of IDR’s loan 
forgiveness benefits for one simple reason: Gradu- 
ate students may borrow more than undergradu- 
ates in the federal loan program but qualify for the 
same repayment terms in IDR as undergraduates 
do. Undergraduates are subject to annual and aggre- 
gate borrowing limits (as low as $5,500 for a first- 
year student), whereas graduate students can bor- 
row up to the full cost of attendance for their edu- 
cation with no annual or aggregate limit. They may 
also combine their undergraduate and graduate 
school debt into one sum when repaying in IDR, 
which can result in relatively large balances even 
for borrowers who take on average debt loads for 
each degree separately.** And because borrowers 
qualify for loan forgiveness after 20 years of pay- 
ment whether they enroll with $10,000 in debt or 
$100,000, the borrowers with the most debt stand 
to have the most forgiven. 


Figure 2. Federal Student Loan Borrowers by Repayment Plan, Fiscal Years 2013-20 
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Further, borrowers with graduate school debt 
do not need to have persistently low incomes dur- 
ing repayment to qualify for loan forgiveness under 
IDR. This is another way IDR provides large bene- 
fits to graduate school borrowers. Minimum pay- 
ments under IDR are too low to fully repay large 
debts in 20 years, even if the borrower earns a 
middle-class income. The following example can 
help illustrate this effect. 

A borrower with an initial $50,000 income and 
$75,000 in debt would make monthly payments of 
just $256 under IDR. That is not enough to pay off 
such a large balance in 20 years, which would require 
fixed monthly payments of nearly $500. The $256 
monthly payments under IDR are even less than 
the monthly accruing interest on the debt. Even if 
the borrower’s income grows at 4 percent annually 
and their payments rise commensurately, they can 
still expect to have $42,000 in debt forgiven after 
20 years in IDR.” 

The evidence suggests that high-debt borrowers 
(those who attended graduate or professional school) 
are responding to the generous loan forgiveness ben- 
efits in IDR. The CBO calculates that more than half 
of all debt that graduate and professional students 
took out in recent years is being repaid through 
IDR.*3 On average, these graduate borrowers will 
have $52,000 forgiven through IDR.*4 

The data also reveal that even among the bor- 
rowers enrolled in IDR, the benefits of the program 
disproportionately favor borrowers with extremely 
high debts. US Department of Education data show 
that more than half of the student loan balances 
enrolled in IDR belong to just 17 percent of the bor- 
rowers. (See Figure 3.) Almost all of these high- 
balance borrowers have graduate loans. By con- 
trast, the 27 percent of borrowers in IDR with less 
than $20,000 in debt have just 5 percent of all out- 
standing balances. Borrowers in this group are the 
most likely to be financially distressed and are 
therefore the main intended beneficiaries of IDR, 
but they reap only a small fraction of the program’s 
benefits.” 

Low-balance borrowers who use IDR tend to have 
very low incomes because their payments under the 
standard plan are already low. Put another way, 
borrowers with low balances tend to already have 
low monthly payments before entering into IDR, 
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Figure 3. IDR Plan Enrollment by Size of Bor- 
rower Balance 
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Source: Authors’ calculation using data from the US Department of 
Education, Office of Federal Student Aid. 


so for IDR to further reduce their monthly pay- 
ments, their incomes must be low. To see this, con- 
sider a borrower with a $50 monthly payment under 
the standard plan. Their income must be below 
$25,000 for IDR to reduce their payment below 
that amount. Therefore, middle- and high-income 
borrowers with low balances tend not to benefit 
from IDR. 


What Does IDR Cost Taxpayers? 


Another way to see the size and scope of the IDR 
program is through its budgetary costs. As IDR 
plans lower borrowers’ scheduled monthly pay- 
ments and offer many the promise of future loan 
forgiveness, a loan being repaid through IDR costs 
taxpayers more, on average, than a loan repaid 
through a standard plan does. The CBO estimates 
that the government earns a 13-cent profit on each 
student loan dollar enrolled in a standard repayment 
plan. However, each dollar in an IDR plan instead 


costs the government 17 cents.”° A different account- 
ing method called “fair-value accounting,” which 
the CBO says is more comprehensive but is not 
stipulated in official budgeting rules, shows that 
loans repaid in IDR cost taxpayers 43 cents for each 
dollar lent. That accounting method shows that 
loans repaid in the standard plan also impose a 
cost on the government.”’ 

The CBO estimates that loans issued in 2021 
that borrowers repay through IDR plans will cost 
taxpayers $7 billion and the annual cost of IDR will 
exceed $10 billion by the end of the decade.”* These 
figures far exceed what policymakers expected IDR 
to cost originally. According to budget estimates 
from the US Department of Education, when it 
first became available in 2009, IDR was projected 
to cost less than $1 billion annually.” 

Two related trends have contributed to the 
Massive cost increase: greater use of IDR and 
changes by the Obama administration that cut 
monthly payments from 15 percent to 10 percent of 
discretionary income and reduced loan forgiveness 
from 25 to 20 years. 

Another way to gauge the cost implications of 
IDR is through estimates of loan forgiveness. 
While forgiven debt is not equivalent to the full 
cost of a loan made through IDR, it gives a sense of 
the program’s magnitude. In fiscal year 2021, the 
CBO expects the federal government to disburse 
$43 billion in loans that will eventually be repaid 
through IDR. Of that $43 billion, the CBO esti- 
mates that over $19 billion (45 percent) will be for- 
given. In total, the CBO foresees that taxpayers will 
forgive $207 billion in student loans issued between 
2.020 and 2029 if current policies are maintained.%° 
Again, the vast majority of this debt is for borrow- 
ers who financed graduate and professional degrees. 
Very little of it was used to finance an undergradu- 
ate education. 

The Wall Street Journal reported that internal 
Education Department documents show loan for- 
giveness under IDR will be even higher at 50 per- 
cent of the amount owed." These same documents 
project that IDR (and to a lesser extent, uncol- 
lected defaulted loans) will cost taxpayers $435 bil- 
lion. That figure reflects losses for the entire out- 
standing portfolio of loans but not loans issued in 
future years. Overall, taxpayer losses on the cur- 
rent stock of outstanding student loans will rival 
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those that banks faced during the 2008 subprime 
mortgage crisis, according to the Wall Street Journal. 


Prominent Reform Proposals 


Even though IDR currently favors borrowers with 
larger debts who have advanced degrees, this is not 
an unavoidable aspect of tying student loan pay- 
ments to income. Rather, it is a consequence of 
IDR’s specific design in that loan forgiveness terms 
are not adjusted for the amount of debt a borrower 
holds. For example, borrowers with $20,000 and 
$80,000 in debt receive the same repayment terms. 
The solution, as we will discuss in the conclusion, is 
treating different amounts of debt differently. 

Unfortunately, many prominent proposals to 
reform IDR do not take this approach and would 
instead compound the problem of providing unnec- 
essarily large benefits for high-debt borrowers who 
pursued graduate and professional degrees. Other 
prominent proposals are more careful to target 
lower-balance borrowers but would make the pro- 
gram so generous that many undergraduates will 
have some of their debt forgiven even if they can 
afford to fully repay. 

The College Affordability Act, for example, intro- 
duced in the previous Congress by Rep. Bobby 
Scott (D-VA), would raise the amount excluded from 
discretionary income in the program to 250 percent 
of the poverty line, or $32,200 for a single person 
(up from $19,320 currently). Although the proposals 
would leave the share of discretionary income paid 
at 10 percent, raising the exemption still results in 
dramatic reductions in payments for many borrow- 
ers who would be able to repay and a large increase 
in the average amount of debt forgiven.” 

For example, a borrower with a $35,000 adjusted 
gross income would see their $131 monthly pay- 
ment under IDR’s current terms drop to just $23. 
Payments over the life of the loan would not be 
enough to repay more than $2,000 of the original 
principal balance on an initial $30,000 loan; the 
borrower would have $28,000 forgiven.3 A CBO 
estimate projects the proposal would increase the 
cost of the IDR program by about $16 billion a 
year.*4 

In his campaign platform, Biden proposed chang- 
ing both parts of the IDR formula (the amount 


excluded and the share of discretionary income) 
to make the program more generous for under- 
graduates only. He wants to cut the share of discre- 
tionary income that undergraduate IDR borrowers 
pay from 10 percent to 5 percent and raise the 
amount excluded from discretionary income (for a 
single person) from $19,320 to $25,000.°> This two- 
part proposal would substantially reduce pay- 
ments for undergraduate borrowers using IDR. 
Many undergraduate borrowers would see even 
lower payments than under the terms proposed in 
the College Affordability Act. Although graduate 
students would be excluded from the reduced pay- 
ments, the reform could still add significant costs 
tolDR?’ 

Trump also proposed changes to IDR that would 
make the program more generous for undergradu- 
ate borrowers but less generous for graduate stu- 
dents.3* He wanted to increase monthly payments 
from 10 percent to 12.5 percent of income. However, 
he also proposed allowing undergraduate borrowers 
to have their remaining loans forgiven after 15 years 
rather than 20. Graduate borrowers would receive 
forgiveness after 30 years. A previous analysis showed 
that many undergraduates would still see reduced 
payments overall under such a reform, though the 
added budgetary costs of the more generous loan 
forgiveness term would be more than offset by the 
longer repayment term required of graduate bor- 
rowers.*? 


Policy Recommendations 


The IDR program offers all borrowers with federal 
student loans the option to link their monthly pay- 
ments to their incomes. The program even lets 
low-income borrowers skip payments. IDR also 
promises to forgive borrowers’ debts if their pay- 
ments remain low for a long time. 

The available evidence as presented in this report 
shows that many borrowers use this option, aver- 
age monthly payments in the program are low 
(between $91 and $154), and borrowers are on 
course to have tens of billions of dollars forgiven 
in the coming years. These facts stand in contrast 
to the popular narrative that policymakers have 
failed to provide student loan borrowers with suf- 
ficient relief from unaffordable payments. The IDR 
program, which is available to all federal student 
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Public Service Loan Forgiveness 


Some borrowers who enroll in income-driven 
repayment (IDR) plans may also take advantage 
of Public Service Loan Forgiveness (PSLF), a 
program for borrowers who work for the gov- 
ernment or most nonprofit organizations. If 
they work in a qualifying job, PSLF borrowers 
may receive forgiveness after 10 years (cumu- 
latively or consecutively), rather than the nor- 
mal 20. PSLF makes up a substantial portion 
of the costs associated with IDR; the Congres- 
sional Budget Office estimates that the pro- 
gram will cost taxpayers $18 billion over the 
coming decade.*° 

As of November 2020, 1.4 million borrowers 
with nearly $120 billion in student loans were 
working toward PSLF, and the average bor- 
rower had a balance of nearly $86,000." How- 
ever, a large number of borrowers expecting 
forgiveness have not yet received it, mostly 
because they have failed to make enough quali- 
fying payments. 

President Joe Biden has proposed convert- 
ing PSLF into a program that forgives $10,000 
in debt for every year of qualifying employ- 
ment, up to five years.” Crucially, this plan 
would make the program easier to administer 
and reduce “surprises” for borrowers who have 
unknowingly failed to accumulate 10 years’ worth 
of qualifying payments. It would also reduce for- 
giveness for high-balance borrowers. However, 
the plan would make many more borrowers eli- 
gible for benefits under PSLF and would signif- 
icantly increase the program’s cost. 


loan borrowers, clearly provides such relief. One 
recent study showed that for low-income house- 
holds, loan forgiveness under IDR is worth more 
than forgiving $10,000 in a lump sum, as some pol- 
icymakers, including Biden, have proposed.¥* 

That is not to say, however, that the program 
cannot be improved, and it is certainly debatable 
whether the program is providing enough relief. 
There are many ways in which the program can tar- 
get more assistance to the borrowers who were the 
original intended beneficiaries of the program: 
undergraduates. And as this report has already 
identified, reforms are needed to curtail the wind- 
fall benefits that borrowers with graduate school 


debt stand to reap through the program. What’s 
needed then is a two-pronged approach to reforms 
that improves the safety-net features of IDR while 
addressing the excessive benefits high-debt bor- 
rowers stand to receive through the program. 

Previous research established that borrowers 
with balances below $10,000 are the most likely to 
default on their loans.“ Therefore, safety-net fea- 
tures built into the loan program should target 
these borrowers. But low-balance borrowers may 
not think IDR is worth it for them because they 
must spend 20 years in the program to receive for- 
giveness and frequently watch their balances grow 
if their payments do not cover interest (“negative 
amortization”). The psychological effects of long 
repayment terms and negative amortization for 
relatively small balances can dissuade these bor- 
rowers from enrolling in IDR, even though the pro- 
gram could keep them out of default. 

Trump proposed addressing this issue with a 
plan to forgive undergraduate borrowers’ loans after 
15 years in IDR, rather than 20. If Congress wanted 
to go further without incurring excessive costs, it 
could accelerate loan forgiveness for borrowers 
with the lowest balances (under $10,000) even 
more, to 10 years. In addition, policymakers could 
waive interest charges for low-balance, low-income 
borrowers whose monthly payments do not cover 
interest to prevent their balances from rising. If 
these changes are restricted to borrowers with low 
balances, they will add minimal extra costs for tax- 
payers.* These additional costs could easily be off- 
set with savings that result from reforms for bor- 
rowers with debts from graduate school, which we 
turn to next. 

The potential tax liability borrowers may face 
when their debts are forgiven is another flaw in the 
current program, particularly for lower-income 
borrowers. While the American Rescue Plan Act of 
2021 makes forgiven student loan debt exempt 
from federal income tax, the policy is only in place 
through 2025.4° Policymakers should make this 
policy permanent so forgiveness is always treated as 
untaxed income. However, they must first address 
the large benefits that high-debt borrowers can 
currently receive in the program; otherwise, chang- 
ing the tax treatment of loan forgiveness will pro- 
vide these borrowers with even larger benefits. 
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The options for addressing the large loan for- 
giveness benefits for high-balance borrowers in 
IDR (typically graduate students, though some 
graduate students may have relatively low bal- 
ances) are fairly straightforward, though the pro- 
posed reforms would make the program more 
complex. As discussed above, IDR can provide loan 
forgiveness benefits to borrowers with larger bal- 
ances (amounts over approximately $50,000), 
even if they earn middle-class incomes, because 
the payments are too low relative to the 20-year 
repayment term. 

Policymakers could address this issue by increas- 
ing monthly payments for borrowers with larger 
debt. However, this may reduce IDR’s safety-net 
benefits that ensure borrowers’ payments are always 
a low and affordable share of their incomes. It also 
adds complexity for calculating a borrower’s 
monthly payment. 

A better alternative is to increase the amount 
of time a borrower with a higher balance must 
repay before qualifying for loan forgiveness. The 
original IDR term, which set loan forgiveness at 
25 years, is one option. The CBO estimates this 
change would save the government about §1 bil- 
lion a year.*’ But the original IDR program also 
required borrowers to pay more monthly than 
they do now. If policymakers are to maintain the 
lower, 10 percent discretionary income terms, 
then a repayment term for loan forgiveness longer 
than 25 years may be in order—at least if policy- 
makers aim to restore terms comparable to the 
original 2009 terms of IDR. Trump proposed a 
30-year repayment term for graduate borrowers, 
which brings the benefits that a high-debt bor- 
rower could earn in the program even closer to 
the original terms. There is no budget estimate 
available for the savings this change would pro- 
duce. 

Another way to address the large benefits that 
high-debt borrowers can obtain through IDR is by 
limiting how much graduate students can borrow 
in the federal loan program. As mentioned above, 
graduate students may borrow federal loans to 
cover the full cost of their education. These bor- 
rowers can thus obtain large balances, which they 
can repay without restriction in IDR, and then have 
them forgiven. Capping these loans at $20,000 per 


year, for example, would prevent the most exces- Conclusion 
sive cases of loan forgiveness in the program. How- 
ever, even under that limit, borrowers would still 
be able to accumulate $100,000 in the loan pro- 
gram (e.g., $35,000 in undergraduate debt and 
$60,000 for a three-year professional program, 
plus $5,000 in accrued interest during enroll- . 
ment), which could still easily result in substantial loan forgiveness benefits already available to all 
loan forgiveness under IDR. That said, Figure 3 borrowers through IDR. Therefore, it is imperative 


shows that nearly half the debt enrolled in IDR is that policymakers fully understand the IDR pro- 
gram before they consider mass loan forgiveness 


proposals, as they may be premised on an incom- 
plete understanding of the benefits in existing pol- 
icies. Policymakers should also consider, as an 
alternative to mass loan forgiveness, reforms that 
build on IDR for new benefits that may be needed 
to help low-income borrowers manage their debts. 


Much of the national debate about student debt is 
framed around whether the government ought to 
forgive borrowers’ balances en masse and is based 
largely on the assumption that the debt is unafford- 
able. But this ignores the payment-reduction and 


held by borrowers with more than $100,000 bal- 
ances. Thus, loan limits for graduate and profes- 
sional student borrowers could still significantly 
affect the total amount of debt forgiven in the pro- 
gram. 
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